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Tax roduction and liuitaticn ot qovornlont lponding

issues dominated the November 1578 state and national elections. What .
‘effect the propositions vill bave on ccamunity ccllege fipancing. vill ]

not be known for some time. Three principal sougces .of ccllege

‘revenue--property tax, state appropriaticna. tuitioa and

fees--account for most of the funds. in the categories of ca;it 1 :
outlay financing and current operating finazcing. The manner in which
state funds are allocated offers four. funding alternatives:

negotia ted budget, unit rate forluia,'linilun fcundaticn cr
equalization, or cost-Lased prograna. lhatovor the funding pattern,
the amount..of adney allocated is related to the number cf full-time
student or faculty equivalents or the nuakter of student credit bours.,
In recent years legislators and goverrcrs have flaced liaits on the
amount allocated to colleges. Bspecially unfortunate ccnsequences

_were seeh in the curtailing of non-¢tredit courses; loss cf local

autbnoay;.decrease in the nuaber of locally-supported cclleges;

lessened coanitment to the Open Doaf pclicy;: and increases in .tuition'

cnchlont;?

and fees, A positive effect is the increased ccncexrn with educ(tionnl .

aission and function, and vith qovernanco. ) biblicgraph] is
inclndod. (AYC)
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- COMMUNITY COLLEGE FINANCING IN THE POST-PROPOSITION 13 ERA

The passage of Proposition* 13 ‘in June 1978 in

¢ California by a 2 to 1 vote stirred consideraple anxiety .
among personnel in all publicly-supported agencies, The
immediate objectives of such proposals dre relief to the
taxpayers through réduction ‘of property taxes, restric-

tions on increasing other taxes, gnd’limits on expéndi-
turgs. Tax teduction and limitation of government
spending issues dominated the,November 1978 state and

national elections. Democrils outdid . Repubhcans if -

- their commitment to these i xssues The voters iri 12 states
" (outsof 16) who approved proposmons dealing with tax
reduction and limitation of spending gave strong sup-
-port to those .who-characterize 1978 as the Year of the
Tax Revolt. Proposition 13 has become a rallying ¢ry
~for taxpayers, the equivalent of Lexington and-Concord  °*
" (Baratz and Moskowitz, 1978) andthe Boston Tca Party
p(Norns 1978) a

What “effect thg 12 proposmom will have on com-
munity collége financing wnll not be known for some
. time; in Nevada not until 1980 when a reaffirmation of

\_the November's vote must take, place. What happened

. jn California was spelled out in the headline on a Los
Angeles Times article, “Commqmly CollegeSpending
“Hikés End:/Total Costs. to Level Off or-Drop for Firs
Time Since 40°s™* (Speich; 1978). The slatlstlcs are even
more dramatic. Before Proposition 13 the property tax
to state appropriation revenue ratio was 48 to 42; the
post-Pfoposition I3 ratio became 21 locals 67 state
(California Community Colleges, *1978). While large,
the state contribution accounts for only 75 to 85 percent
of the loss in local revenues. Cutbacks in expenditures
had to be made and new sources of revenue sought. In
California as in most states cutbacksare more produc-
tive in, balancing the budget since SIgmhcant new
sourceJof revenue art not available.

»

" Next to tax révenues and state subventions tqmon is
the third largest source af revenue for communiﬁ? col-
ges. For California colleges, which are not authonzed* :
) E lmpose tuition charges on resident . stud.eu‘is this
" alenue is closed. The legislature did authorize the col:’
legges-to increase the number of fees, mainly in noncredit
and commurfity services classes. The return ftom these
and other fees, already authorized, does not make
more than 2 pe#cent of their income. Federal aid, pr&
iiding about 6 percent of their income, did not change.

‘4'_ Although the no-tuition policy has remained intact,

the prospects, for its coatinuance have become less cer-
{ tain. Discussions on future plans often include tuition
or user fees assQne' possibility as a ‘source of new
revenue. It is likely that within five years the no-tuition
_policy will be breached, perhaps through increased.fees
rather than through tuition (Erickson and McCuen,
1978). The effect will be the-same; students will contri-
bute a larger proportion of revenues.

JUNIOR COLLEGE RESOURCE REVIEW

January 1979

Without underestimating the senous effects of Pro-

position 13 on California colleges and the probable ef-
fects of similar proposals on colleges in other states,
Proposmon 13 did not initiate the crisis. Resistance 'to

higher taxes and public expendltures has been l‘lsmg for -

at least five years. This resistance has been fe\t by many
» colleges in lower revenues or in reduced per student
" allocations,’ and in the large number of collegeuax and
bond measures that fail to get voter approval For éx-

ample, since 1968 only 6 lllinois community college .

districts obtainéd voter approval for tax levy increases
for operating purposes. During that perjogd there were
» 20 failures. On top of this" all colleges hdve been ad-
-versely affected by the high inflation of the 1970s. Col-
leges with rising enrollments~have been ‘‘particularly
hurt” (1llinois Community College | Board, 1977, §.-19).
The three’ prmcnpal sources of community college
revenue — property tax, state appropriations, tuition

and fees — account for most of the funds. Federal aid:

represents about‘6-I0 percent of operating budgets. Of

minor significance are revenues from private sources;,
including foundations, interest on surplus funds, agd
Jrofits on student stores and other enterprises.
When community college financing is discussed it
- . usually refers to cdrrent operating revenue. Revenue for
capital outlay — buildings ané nonexpendable equip*
ment — are, \Jﬁually budgeted separately ." These two
cIassnflcatlons of revenues will be trea d separately
under Capital Outlay Financing and Currenl Operating
Financing Patterns.

Capital outlay financing for ﬂldmgs and major-‘

equipment may or_may not bt includ¢d in thé financing
patterns. More often it is not. In fact, capital outlay
financing has been characterized/ as ‘‘irregular or
sporadic’” by the director of MisSissippi’'s Commission

of Budget and Accounting, ‘‘dismal’’ by the California
R : - . .
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dacation Commission, 1977a, p..124).

jective’’ by a Texas official (Calyforma ;

Much olJ the dtff'culty is, attributable - to: the large’

. expendi\ures required at the time of initiating a capltal-

outlay project and to [the requirement or, _practice in
some states that a bond issue. to finance the prO_]CC( be
submitted to the voters for approval or rejectlon
Usually a two-thirds vote is required for approval
When a financial crisis occurs, capital outlay prO_]eCtS
are among the, first to be frozen or curtailed. .
,Te spread- ‘the expenditures of capital outlay funds
over a period of years, some states require colleges to

develop plans on their projected needs for five or ten-

years. The Pre jblem of capital outlay financing -has
become mote difficult because of the predictions that

- enrollment will decline jn''the 1980s. The California -

P0stsecondar,y Education Commission concluded that
‘‘although séveral states appear to have responded ef-

" munity college growth reached its pgak, few have suc-
ceeded in establlshlng consistent and reliable systems of
capital outlay support for the longer run’? (l977a,
127).

Current operatmg Jinancing patterns vary according
to the major source of funds or according to the manner

- fectively to the need for néw cpnstructlon when com-

in which the state distributes'its share of funds. Though .

there are common elements An the patterns, they vary
widely among ‘the states and sometimes within a state
where some colleges are fundet by the state and others
througk local property taxes and state subventions.

The simplest differentiation in. financing patterns _

focuses on the share of revenue colleges:receive from the
“state and from local taxes. State- supported® colleges
receive their funds from the state, no funds from local
property taxes; locally-supported colleges receive funds

L4

- from property taxes and state subventions. Within each .
group tuition may or may not be a significant source of -

revenue. ' :

A more refined classification developed by Watten-

barger and Starnes (1976) is based on the manner in
.which the state funds are allocatéd or received by the
colleges They classify support. patterns under owe: of
fi r major divisions: 1) Negotiated Budget Funding in

whiNh the college negotlates\wtth the state legislature of
state board for ‘a lumpisum, broken down into large
areas or-into line items;, 2) Unit Rate Formula Funding

based on student credit hours or student full-time

equlvalents, J) ‘Mmimum Foundation or Equalization
~ Funding based on the ability of the college to support a
minimum foundation with a specified’ property tax; 4)
Cost-Baséd Program Funding as opposed to unrform‘
single ‘rate’ funding. Usually vocational education
. courses are funded at a higher rate than liberal arts
courses; adult education courses may receive no state

funds or at & lower rate than the regular college-credit
_courses.. The number of categories in cost-based fandihg "~ '
may vary from:2 to 45. In 1976 the Unit Rate Formula

and the Cost-Based Program Funding were each used by
Negotlated Budget by 12 states, and t Zz
Minimum Foundatlon by 8'statgs. -

«

ot
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Mrmmum foundatron fu nding can becOme qurte c0m-.
plicated as a resuz’t of attempts to take into c0ns|del:a-- o
tion property tax relief, higherosts of operating small
colleges, problensk encounteéred by urban- districts, and
varying rates of populatmn growth, and to"keep the
!otal appropriation within bouiids established by the
“* legislature and governor. Before the passagt.'of Proposi-
tioft 13 California adopted a ‘‘formula providing a par-
‘tially equalized allowance for existing enrollment, a
separatee computation fér enrollmient growth .
‘demographic’ factor intended ' to benefit urban
dlstrlcts and a six'percent inflation factor’’ (California
Postsecondary Education Commission, 1977a, p. 9).
, Less complex is the special assistance for equalization
provrded by the Illinois legislature to those commumty
college districts whose eqqahzed assessed valuation per
full-time student equivalent.is below the State average
(llhnors Commumty College Board," 1977). Under
-minimum foundation or equallzatlon aid pattern the
state share of mpport rises or falls “‘according to the
ablllty . of local drstncts to contribute to the founda-
tion amount from their local. tax bases” (Cahforma
Postsecondary Educat,lon Commission, 1977a, p. %)

Although the four patternsé are different, most of the
tates use a rate formula as-on€irigredient in allocating
funds. Whatever‘ the pattern the amount -of money
allocategd bears some relationship to the number of full-
time. student equivalents or to the number of full-time
faculty equivalents or to the number of student credit .

N . hours or a comblnatron of these criteria. Also, in most

LY

"
-

. rate formulas obccupational <courses recelve highér
. ‘allocations than the liberal arts. Some states adjust r
‘inversely to the size of college enrollment. In additi
regular allocatfons lump sum payments may be

the others; however, in'practice allocations {bear a

*" reasonable relation te enréliment. Aside from partiality

\

_toward enrollment-baseéd funding there is no best fund- -
"ing pattern (Bennett, 1977). R

A different approach to fundlng was ‘proposed tby a
Mlchlgan Task Force. A unique feature of the proposal
is-a program classification structure of 5 delivery design
modes — General lnstructlon, Lab | (Biology' and
Phystcal Science), Lab 2 (Vocational/Technical), Lab 3
"(Health) and Lab 4 (Communlcatlons) The class size
. for each mode varies from 1Q for Health to 22 for
General Instruction. The ‘‘central driving force" of the

~'model is the student contact hour (SCOH) per full-time - .

faculty equivalent (FTFE)’ formula. Another feature of
» the plan is a 50/50 local-state sharing; however the ratio
.is claser to 25/50 because the local share includes 25 per-
“ tent. of tuition and fees. In many respects this-is a
modified form of cost-based funding (Michigan State
‘Board for Publlc Communlty and .lumor Colleges :
“1977). .
almost’ yearly (California Postsecondary Education
‘Commission, 1977a). These may be initiated by the col-
lege educators, special commissions»er-task forces, the

- legislature, the governor, the electorate or a co_mbrna-

BRI

Funding patterns are far from static.-Some: change' Ce



- treasing.

" creased from

- $128.1- million in 1977 {llinois- Commumty‘ College -

'of a minor nature, su¢h as mtroducmg an-inflation fac-

..tor, or an ineentive factor, to efncourage greater acttvtty
“in pr_bﬁrams (vocational, remedtal handicapped), or in- .’
' reducing-the number of instructional pro= \'

Of greater sngmﬁcance are changes
te aid for local-state support ar'that
nd fees as a condition of state support
arious formulas with the objective of
taxes or equalizing educational sup-
ion of both. | : o .
y changes were usually beneflclal to
970 state suﬁport in'New York in- -
nt. In 1962 TFexas community col-
per $)00 of sti\ate appropriations; in
ifornia Postsecondary Education
77b) State support in California in-
cent of the colleges’ current income

1977, $16.48 (
Conimission, 3

in 1965 t6 4 ‘
-EducatiOn» ission, l977a) In Illinois appropria-

ubled, from $56.9 million in 1970 to

- Board, 1977). In a survey of the financial tondition of-

“community colléges in 39 states for the 1975- 1977 pel‘lOd

McGuire (1978) reported that funds were increasing in
11 states, decreasing in 7, and stabilized in 21.

- Formulas rarely provide for higher per caoita grants

“to take care of the lag in reducing fixed costs during

periods . of - declining enrollment. Unless they are
weighted to compensate for inflation the firiancial situa-
tion can become serious- (Illinois Community College
Boatd, 1977). For 1975-77 McGuire noted that for some

. colleges even though ‘‘the actuaI%pprOprlauon . iD=

‘creased -during [1975-77] .

" below the rate of inflation; and, as a result of enroll-

ment increases, culminated in lower per’ student

“income”’ (1978, p. 18).

In recent years legislators and .governors have been
placing limits on the amount allocated to the.colleges.
For example, in 1974 the Florida state allocation was

B _ based on an estimated enrollment of 139,000 FTE: The

actuaI enrollment was 158,000. Because the legislature

) refused to increase the appropriation the colleges re-

ceived a prorata share of the budgeted funds which
meant a lower per FTE allocation (California
Postsecondary Education Commission, 1977b). Simi-’
larly in 1976, in lllinois the state allotment had to absorb

~ a serious deficiency -of state funds because the ‘state

Q

E10

Iegrslature drd not pass a deficiency appropriation for
approxrmately 25,000 more ETE students than had been
anticipated (Illinois Community College Board, 1977).
In 1975 the California legislature at the request of the
governor imposed a cap of 105 percent on the enroll- -
ment growth- for which the state would provide funds
(California Postsecondary Education -Commission,

Jesources . . substantial segments of the budget model
[were in 1977 78} funded at less than 100 percent”
(Washington- State - Board for> Community College
‘ducation, 1978, Section I, pp. 1-2).

© - . o,

N

ent in 1975 (Cahforma Postsecondary . -

. Thewrate of increase,
~however, was smaller than in- previous years; was well

- 1977a).. In “Washington because “of -a *‘scarcity of = -

h

|
|

[}

EquaHy prevalem are restrictions placed’ on fundmg
of noncredit courses, \partlcularly in- community seér-
vices. Retent examples are ih’California (Mclntyte,
l978), Florida (Florida State Department of Educftion,
1977), New Jersey and -Pennsylvania (Mart‘orana and
-Others, '1978). These courses. are becoming so un-
popular among leglslatures that colleges are either cur-"-

l tailing them, supportmg- them by docal revenues, or ' -

making them self-supportmg During perlods of finan-

)

+ cial stringency, as in New York City -and California, L

such- courses are the Tirst to be dropped (Alfred and

Others, 1977; Phair, [l978]) - P .

Such actions do not. augur well for financial weIl-

* being of the. colleges, Henderson ‘Director of Com: _
. munity. €ollege Education in Florida, warned that the’

. more difficult to obtain’ (1978, p. 49).

“‘days of operating virtually unquestioned, and of being

both autonomous and affluent, may well be a
phenomenon of the’ past” (1978, p. 27). Henderson’s
appralsal was shared by many educators in California
who, in 1978, for the first time since 1940, had less
money to spend than they had the previous year. Until a
new funding pattern is developed the prospect for 1979
is bleak (Speich, 1978). On the basis of an analysis of.
the issues and problems raised by. recent trends in state
Iegrslatlve activity Martorana and Others concluded that

‘“‘community and. junior colleges have entered an era in
which adequate financial support may be more’ ‘and

No satisfactory method of ﬁnancmg colleges on
quahty criteria has been devised although there is much

" written 1 about accountablhty, competency-based in-

struction and other proposals. to use q\1ahty criteria.in
conjunction with quantity criteria. It is'even difficult to -
find evidence of cost effectiveness as Chancellor Craig

- of the California Community Coilege Board of

Governors discovered when e and his:staff were trymg
‘‘to make the strong case wé should have been able to /
make as to our relatively reasonable cost compared to’ 4~

‘the-costs of unemployment, welfare, penal institutions,.

other educatlonal systems, etc.”’ (Craig, 1978, p. 3).; f

.Proposals to. reward colleges on the basis of the per--

*assumption that *‘decisions . . .

_regulation ... .

centagg of students completing courses ‘with passing
grades or on the number of graduates receiving degrees o
or certificates of completlon have found little suppprt
among educators. More common are incentives for
recruiting students from economically, eracially,
physically, or "educationally disadvantaged groups
(Illinois Community College Board 1977, Mclntyre,
l978) : :
Funding is closely associated, with the iSsue of state
versus* local control because educators believe thgt"
locally-supported colleges are less likely to be hampered
by state controls than colleges funded by the state. The
invariably follow the ’
dollar” (California Postsecondary Education Commis-
sion, 1977b, p. 9) seems to be unsupported by the facts

"The *‘intrusior” of governmental agencies and. boards“‘

into the affairs of local boards of control . . ., over-.
.. and excessive reporting'requirements’_’
(Michigan State Board for Public Community and

JuniorCglleges, 1977, p. 52) are as prevalent in locally- . -
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: supported colleges as in state-supported 'colleges As
‘Martorana and McQuire wrote in 1976: “‘A new survey _
' confirms- what masy educational leaders -have been
- guessing about. The states are exercising mcr'aslng con-
*trol and codrdination over the developmient;an ad-

mfnistration of public commumty colleges” (197

9. e _ _

, Regarding the « local-state issie the Cahforma

' Postsecondary - Education Commission - commented:
“Despite the fact that these arguments [of the relative
advantages of local versus state funding] could be tested *
" with empirical’ ‘eviderice, ‘the local-state debate for.two-
~year “colleges has continued on an abstract and ‘self-. -
_evident® level. Despite the voluminous information on
these colleges,. surprisingly few researchers have triedeto -
see whether- locally-contrdlled colléges differ in cur-

mculum and orientation ‘from their state-controlled :
e counterpags_”_(lﬂlb P-9). S

.'As state leglslatures and voters place. hmrts on pro-
perty taxes the number of locally-supported colleges will -
be sharply reduced. The amount of 'money colleges
_réceive from the state will depend on enrollment and the

" economy.” 1f the concern about'.inflation and high

govermtment costs persists, the commumty college may .
~ be in @ more difficult situation than at any time in the "
last ten years. Paradoxrcally, revenue from sales and in- .
"come taxes age increased by the inflationary’effect. on '
she price of goods ahd wages, thereby creating’ large

. surpluses in some state treasuries. Had it not béen for

- the staté surplus California community colleges would

“today-be in very serious straits. A surplusin New York
‘enabled. the Governor in.1978 to increase grants for
operating and capital outlay purposes. For most col-

. leges capital-outlay revenues will continue to be scarce, *
~as long as projections pornt to a decline or steady state
in population and enrollment. Federal funds will con-
~ tinue 10 be appropriated’ for student and categorical
grants rather than for lnstltutlonal purposes.” The

_amourit provided in the 1980 budget may be curtarled it - |

Congress approves the President’s goal.of reducrng the
budget by $15 to $20 billion (Eaton, l978’) :

“The ﬁnancral crisis is adversely affecting the comrmt- '
ment to the Open Door because colleges”in chaosing -

K among alternatives tend to choose those which conform

10~ tradmonal hrgher education practlces ‘A- common
© response is to tighten admission, testing, robatrgn and
. Tetention standards (Allegato, 1978; Alfred and Others,
\ 1977; Metropolifan Community Colleges, 1978;- Mc-
., Cuen and Others, 1978). Anothes is to drop remedial

\courses. How,wrdespread this- movement back to the 1

basics is in the commumty colleges is dlfﬁcult fo deter-, :
. mine. There is enough evidencé, however, to cause con-

cern. Moore, in 1970, asserted that ¥few’ teachers can,’

of ‘want to,” teach. [remedral students] at the -college

level” (Aarons, 1975, p. 1) and Gleazer, in 1972 felt--

-called upon to disagree with those who* propose turping
“backto’ ‘thie elemeéntary. and sécondary-schools respon-
sibility for inadéquately prepared students (Aarons,
1975). Some “taxpayers and legrslators are begmmng to
object to paying college prices for public institutions

Q 1at provrde large numbers of remedral students with ,

l
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; -crease in tuitionand fees and in the- number of colleges
‘imposing them. -Sinice lack, of ﬁnances lS among the
- pnncrpal’reasons hlgh school graduates

_ their education ‘it is-réasonable to ass

A

what'is essentrally high school [courses]" (Beck 1978, |
p.o15).

~ students, but the amount available rsnnadequate

. the yearly average paid by students has risen wrthout
" interruption_ from $97 in 1964 to-$387 in 1976. T
\ rangé today is from a few dollars to $900 (Amenc

'probable, that th

- transformed into a new kind. of institution, “The ™
. evidence suggests that colleges cdnfronted by,reduced S
.. financial resources fevert to -the traditional® higher. .

‘education status with emphas% on college-credlt-courses

N Accordrng tQ,a stpdy of the Callforma »Postseconaary, o
. Education Commrssron, *‘in the past year ortwo. ... it
- "-has become clear that this period of growth is ending

::some years of. dechnmg enrollments” (1977a, p. 2

~soon. Much will depend on the relative success in re
" ing inflation. If a serious recession should occur inthe.
. last years of the 19705, thié lean years for commqntt\y
-colleges may extend into- the l980s e P 1

: years of the 1945:1977 era; but they are not hkely t%‘

Pea 7
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Also affectrng the Open, Door is the contlnued in- o

10t continue | " -
e that tuition |~
and fees area 'deterrent. Financial aid and tuition remis-
sion plans provide some help to low- and middle-income

Reluctant a$ colleges are-to’ lncrease ‘taition and fees, 3

Assocratron of C0mmunlty ar\b(.)lumor Colleges, 1978
Tumon and fees represent about 20 percent' of the

‘focused 'on ﬁnancrng, must perforc‘e lnclude areas such .

as mission and function;’ governance management and [ :
other aspects of educatron Itis possrble, but hrgh im- 'f.f b
xamination may include amor g its
issues whether or not the community college sho ild be

and programs o Je

"How long the lean years wrll last is drfﬁcult to predrct
The unpromising forecasts on population and enroll-,
ment -are. discouraging growth because there is a close

; "relatlonshlp between-such growth and revenie. For the K
last ten years-the drop.ia the enrollment of full-time _
'college-age youth has been balanced by the enrollment -
of new students — minorities, veterans, mrddle-aged

."women, senjor citizens, part-tlmers ‘(mcludlng many.

with baccalaureate "and higher- degrées), the handi- ool
capped, .and. the rnstltutlonallzed (Knoell and Others, -~ -
1976).. But, this’ flow seems to have reached its peak: -

and that the community colleges . .". must adjust’\. ito
little or o growth and, quite possrbly in the early 1 80s, -

There may~npt be as many lean years as there wer: fat

John meb,l’:di.
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